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SRI LANKA — KEY ECONOMIC INDICATORS 2. 





Unless otherwise indicated, all Current exchange rate: U.S. $1.00 = Rs. 8.61 a/ 
values in millions of rnmees Average exchange rates per U.S. $1.00 a/ 
and represent period averages 1975 = Rs. 7.05 
1976 = Rs. 8.43 
Jan.-Aug. 1977 = Rs. 7.71 
Estimate 
1975 1976 Change 1977 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 21,935 24,088 9.8 26 ,500 
GNP at Constant (1959) Prices 21,135 11,443 3.0 11,900 
Per Capita GNP, Current Prices (Rs.) 1,613 1,743 8.1 1,890 
Gross Domestic Capital Formation 3,908 4,194 TS 4,400 
Value of Industrial Production 5,556 6,061 9.1 6,670 
Minimum Wage Indicies: (1952=100) 
Agriculture 241.2 246.4 2.2 250.0 
Industry and Commerce Ziose2 282.3 2.6 290.0 
Labor Force (million) b/ 5,0 San 2.0 5.2 
Avg. Unemployment Rate (%) b/ 19.9 NA -- 23.0 
MONEY AND PRICES 
Money Supply (M1) (Dec. 31) 3,088 4,166 34.9 5,000 
Interest Rates: (%) 
Central Bank Discount 6.5 6.5 0.0 8.5 
Commercial Bank Loans: 
Maximum 14.0 14.0 0.0 14.0 
Minimum 6.5 6.5 0.0 6.5 
Colambo Cost of Living Index 
(1952=100) c/ 198.3 200.7 2 204.0 
BALANCE OF PAYMENTS AND TRADE ($ mln) d/ 
Gross External Assets (Dec. 31) 108 158 46.3 140 
External Public Debt (Dec. 31) 481 560 16.4 650 
Annual Debt Service 145 170 Lise 200 
Balance of Payments e/ - 23 79 ~— - ® 
Balance of Trade -202 - 84 58.4 -100 
Exports, FOB -555 -558 0.5 -800 
U.S. Share 31 40 29.0 50 
Imports, CIF 757 642 - 15.2 900 
U.S. Share 48 ee 60 


Main Imports from U.S. (1976): Flour, 29; lubricants, 6; machinery, 3; chemicals, 2; 
cotton, 2; textile articles, l. 


a/ Official rates: 65% increase applicable to luxury imports, nontraditional exports, 
and tourists. 

b/ Based on 1975 Central Bank survey; data for 1976 not available. 

¢/ Index based on Government controlled prices - see text. 
Converted from rupees at appropriate official exchange rates. 

e/ Basic Balance (Current Account Balance + Net Long Term Capital) 


Sources: Central Bank of Ceylon Annual Reports and Monthly Bulletins 





SUMMARY 


Since independence in 1948, successive Sri Lankan governments have pursued social 
welfare policies which encouraged consumption at the expense of savings and invest- 
ment. The coalition United Front (UF) Government elected in 1970 increased welfare 
spending and expanded the role of the public sector in the economy. While progress 
in social development has been considerable, the last seven years have seen a marked 
slowdown in economic growth coupled with accelerating inflation and unemployment. 
Public dissatisfaction with the state of the economy led to an overwhelming victory 
for the Opposition United National Party (UNP) in the general elections held in 
July 1977. It is expected that the new UNP Government will be more favorably 
disposed toward the private sector than was the previous UF Government. 


After two years of serious drought, normal rains began in the latter part of 1976, 
and agricultural output is expected to increase significantly in 1977. Aftera 
real growth of only 3 percent in 1976, the economy should expand by at least 4 
percent in 1977, and 5 percent growth is possible for 1978. High world prices for 
tea, rubber, and coconuts should greatly improve export earnings this year and next, 
but a large volume of imports is expected to produce overall balance of payments 
deficits in both years. Greatly increased use of Central Bank financing of budget 
deficits during the last 18 months of the UF Government contributed to a very large 
increase in the money supply; the UNP Government has begun to tighten its monetary 
policy and has begun a gradual devaluation of the rupee to undo the 20 percent 
revaluation instituted in March 1977. 


For American exporters, Sri Lanka offers a limited but worthwhile market. The new 
Government's intention to liberalize imports and to allow private importers to 
compete with Government agencies may create new opportunities for the sale of 
American products. The Government's proposal to create free trade zones also 
indicates a more open attitude toward foreign investment. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Economic and Political Background 


After taking office in 1970, the three-party United Front (UF) Government led by Mrs. 
Sirimavo Bandaranaike began a vigorous program to institute a socialist, welfare- 
state society. Backed by new laws giving the Government unprecedented powers to 
control the economy, a number of foreign and domestic companies were nationalized 
and a far-reaching land reform program was undertaken. Building on the welfare 
policies of previous governments, the UF Government devoted a large share of 
available resources to providing free education and medical care, free and subsidized 
food, and subsidized transportation services and consumer goods. Progress in social 
development has been considerable; the literacy rate has risen to 85 percent and 
life expectancy to 67 years; population growth is slowing and there has been an 
effective redistribution of real income from the rich to the poor. The quality of 
life for the average Sri Lankan is significantly better than that found in most of 
the neighboring countries of South Asia. 


These achievements were not gained without cost, however. Since World War II, 
successive governments have followed social welfare policies strongly oriented toward 
consumption at the expense of domestic savings and investment. The UF Government's 








efforts to expand the public sector through nationalizations and the creation of 
State Corporations further diminished investment in the relatively more efficient 
private sector. While foreign capital was officially welcome, frequent nationaliza- 
tions made foreign investors wary. The economic situation was aggravated by a 
general stagnation of world prices for Sri Lanka's major export products and the 
rapid increase in petroleum prices since 1973. Efforts to increase the production 
of food and agricultural exports were hampered by frequent droughts and by bad 
management on the nationalized tea and coconut estates. Moreover, strikes and 
breakdowns in the country's transportation network and widespread corruption in 
the Government's distribution system led to periodic shortages of food and other 
essential items. The net result of these internal and external difficulties was 
that real economic growth over the past seven years has been low, and unemployment 
has grown to more than one-fifth of the labor force. 


The campaign leading up to the general election on July 21, 1977, began as a four- 
sided contest among Mrs. Bandaranaike's Sri Lanka Freedom Party (SLFP); the 

United National Party (UNP), which was the major opposition party during the 
seven-year tenure of the UF Government; the Tamil United Liberation Front (TULF), 
representing the Tamil minority (about 21 percent of the total population) con- 
centrated in the northern and eastern parts of the island; and the United Left 
Front (ULF), consisting of the SLFP's former coalition partners, the Trotskyite 
LSSP and the Communist Party, plus several other minor leftist groups. Despite the 
social welfare gains claimed by the SLFP, the poor state of the economy and public 
dissatisfaction with rampant corruption and nepotism under the UF Government led 

to a massive landslide victory for the UNP which won an unprecedented 139 out of a 
total 166 Parliamentary seats (two additional seats will be decided in a bi-election 
later this year.) As expected, the TULF was strong in the predominantly Tamil 
constituencies, winning 17 seats to become the principal opposition party in 
Parliament. Voter rejection of the former UF partners was almost complete, with 
the SLFP retaining only 8 seats (including Mrs. Bandaranaike's) while the ULF 
failed to carry even one electorate. One trade union representative and one 
independent candidate took the remaining two seats. 


With this overwhelming mandate in hand, the new UNP Government is now faced with the 
problem of keeping its promises to reduce unemployment and inflation. These will not 
be easy goals to accomplish. While the UNP's election manifesto calls for the 
creation of a democratic socialist state in Sri Lanka, many observers believe the 
new Government will be more favorably disposed toward private business than was the 
UF Government. In one of his first public statements after taking office, the new 
Prime Minister, J. R. Jayewardene, said the private sector would play a positive 

role in the economy; he subsequently announced that private traders would be allowed 
to import and distribute foodstuffs and other consumer goods in competition with 
former Government monopolies. 


Economic Growth 


While growth, per se, was not a campaign issue, a more rapid expansion of Gross 
National Product (GNP) is implicit in the UNP's promises. GNP at current prices in 
1976 is provisionally estimated by the Central Bank at Rs. 24,088 million ($2,857 
million at the average official exchange rate for 1976), up 9.8 percent over 1975. 
In real terms, the increase in GNP is estimated at 3.0 percent, a somewhat slower 
rate of growth than the 3.6 percent rise registered in 1975. ‘The rate of real 
economic growth in 1976 was about equal to the average rate of expansion since 
1970, but was well below the 5.1 percent average annual growth recorded during the 
UNP's previous term in power (1965-70). 


The relatively low rate of growth in 1976 was largely due to a drought-induced 0.9 
percent decline in agricultural production which reduced agriculture's share of 
total GNP from 32.4 percent in 1975 to 31.2 percent in 1976. The major growth 
sectors during 1976 were mining and services. Although mining (main products are 
gems, graphite, and ilmenite) accounts for only a small portion of total GP 

(3.1 percent in 1976), real output rose a phenomenal 42.7 percent in 1976 
(following a 29.8 percent increase the year before), and this sector contributed 
about one-third of the total increase in real GNP during 1976. ‘The share of 
services in GNP rose fram 13.6 percent to 13.9 percent. Manufacturing output grew 
only 1.8 percent in real terms during 1976; as a result, the share of manufacturing 
in GNP slipped from 13.2 percent to 13.0 percent. Adequate rainfall since the 
latter part of 1976 has improved agricultural production this year, and Government 
economists are predicting a real growth of at least 4 percent for 1977. Civil 
disturbances following the elections, and again in August when the Sinhalese and 
Tamil communities clashed, are not expected to have a significant impact on 
econamic growth this year. 


Agriculture 


Food: The failure of monsoon rains during 1975 and most of 1976 resulted in two 
consecutive years of low paddy production. While production in 1976 was 8.5 percent 
above the previous year, the 1976 paddy harvest cf 60.0 million bushels (about 
857,100 metric tons of milled rice) was still well below the 1970-74 average of 

69.4 million bushels (991,400 metric tons of rice). Heavy rains in the last three 
months of 1976 and an increase in acreage under irrigation have resulted in a 
bumper Maha harvest now estimated at 52.8 million bushels (754,300 metric tons of 
rice). (Sri Lanka produces two paddy crops per year: the Maha crop is harvested in 
the spring and normally accounts for about two-thirds of total annual production; 
the smaller Yala crop is harvested in the fall.) With the arrival of normal south- 
west monsoon rains in May, the prospects for the Yala crop are excellent, and total 
paddy production this year is projected at a record 80 million bushels (1.14 million 
metric tons of rice). Coconut production fell 12.7 percent in 1976 which resulted 
in sharply higher domestic prices and a reduction in the exportable surplus. The 
area under cultivation of 18 subsidiary food crops (principally manioc, onions, maize, 
and potatoes) increased 12.6 percent in 1976, but total production grew only 4.1 
percent. 


Under the present food distribution system, nearly all Sri Lankans receive one free 
pound of rice per week and three additional pounds at a subsidized price. The 

size of the rice ration was increased from one pound free and one pound subsidized 
just prior to the July election. Despite the anticipated record paddy harvest, the 
UF Government imported large quantities of rice and wheat flour. In one of its first 
acts after taking office, the UNP Government reduced the price of flour and announced 
that a minimum of four pounds of flour per person would be available under the weekly 
ration program. The Government also distributes sugar and other food products at 
subsidized prices. The total cost of food subsidies was budgeted at Rs. 1 billion 
($137.3 million) in 1977, or about one-fourth of the Government's current expenditures. 


Plantation Sector and Land Reform 
Under the Land Reform Law of 1972, all agricultural land owned by individuals or 


privately owned companies in excess of 50 acres (25 acres in the case of paddy lands) 
was taken over by the Land Reform Commission. The 1975 amendment to the Law included 
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estate lands owned by public corporations which had previously been exempt. By the 
end of 1975 the nationalizations had been completed, and the Government now controls 
63 percent of all tea lands, 32 percent of rubber lands, and 10 percent of the 
coconut producing areas. Negotiations over the terms of compensation for foreign- 
owned estates (sterling companies) were concluded in 1976. The negotiations to 
determine the compensation to be paid for locally-owned estates have only just 
begun. 


The plantation crops of tea, rubber, and coconuts account for about three-fourths 
of the value of Sri Lanka's exports and provide employment for over one million 
workers. As the country's principal foreign exchange earner, the tea industry is 
of critical importance. After reaching peak production of 503 million pounds in 
1965, tea output has been in more or less continuous decline, and the 433 million 
pound harvest in 1976 was the lowest since 1959. A major cause of this long-term 
fall in production can be traced to pre-nationalization uncertainties faced by 
estate owners which resulted in inadequate maintenance and investment. The departure 
of many experienced estate managers after the Government takeover added to the 
problem. Drought was also a contributing factor to the drop in output during 1976. 
Stimulated by good rainfall and skyrocketing world prices, tea production in the 
first seven months of 1977 rose 8.7 percent over the same period in 1976, but was 
still 3.2 percent below the comparable period in 1975. Rubber output fell sharply 
in 1974 but rose 12.7 percent in 1975 and an additional 2.1 percent in 1976. The 
355 million pounds of rubber produced in 1976 was the third largest amount in Sri 
Lanka's history, but was still well short of the Government's target of 376 million 
pounds. Annual replanting, which has for many years been considerably below the 
targeted level of 15,000 acres, declined in 1976 by 20 percent to 6,300 acres. 
Rubber prices, which lost momentum in 1975, rose in 1976 and early 1977, and pro- 
duction in 1977 is expected to increase by 5 percent over 1976. As coconut pro- 
duction is more sensitive to drought conditions (after a lag of one year) than either 
tea or rubber, annual yields have fluctuated more sharply in recent years. After 
a drop of almost 35 percent in 1973, coconut output rose 23.9 percent over the next 
two years only to fall 12.7 percent in 1976. 


Although coconuts are primarily grown on small-holdings, the estates are by far 

the most efficient producers, but they have been severely affected by the nationaliza- 
tion. The rate of replanting is low and the use of fertilizer has been falling since 
1970. Despite rising world prices for coconut products in early 1977, production 
this year is expected to stagnate. Coconut also differs from tea and rubber in that 
it is a major item in the domestic diet. Availability directly affects the cost of 
living and the Government limits the export of coconut products in order to ensure 
adequate domestic supplies. 


Industrial and Mineral Production 


After spurting ahead 15.5 percent in 1975, output in the industrial sector (which 
includes processing of agricultural products) grew more slowly in 1976. Despite 
significant increases in employment, capacity utilization, and the availability of 
foreign exchange for the importation of raw materials, industrial production rose 
only 1.2 percent in real terms last year. Gains in the output of mineral and 
metal products, machinery, food, and chemicals were largely offset by marked declines 
in the production of textiles and paper items. Industrial production continued to 
concentrate on consumer and intermediate goods which account for about 90 percent 

of output. 


In contrast to 1975, when private sector industrial firms produced most of that 
year's rapid increase in production, public sector corporations (which now account 
for more than half of the value added in the industrial sector) accounted for 

what little growth there was in 1976. The sluggish performance of the private 
sector appears to have been caused by expanded use of Government price controls 
which were more strictly applied to private companies than they were to Government 
corporations. This resulted in reduced profit margins which inhibited manufacturing 
output in certain industries. In addition, periodic Government takeovers of 
private firms and concern about the July elections made the business climate even 
more uncertain. Many private firms failed to utilize fully their foreign exchange 
allocations for imported raw materials and spare parts. ‘The prospects for 1977, 
however, are more encouraging. Both the old and new Governments pledged to increase 
the availability of foreign exchange for imports by industrial concerns this year, 
and the change in government should ease pressure on the private sector. 


Sri Lanka has been famous since ancient times for its precious and semi-precious 

gems which now account for more than three-fourths of the value of mining output. 

Gem exports are increasing at a very rapid rate: up 55 percent in 1975 and 22 percent 
in 1976. The production and export of graphite rose slightly in 1976 as compared 
with 1975. Geophysical surveys have shown that Sri Lanka is a promising site for 

oil exploration. However, several exploratory wells drilled by Soviet technicians 

in the northwest coastal area, and two off-shore wells drilled by the Marathon 
Petroleum Corporation have so far not confirmed the existence of commercially 
exploitable reserves. 


Fiscal and Monetary Developments 


The Government's budgetary position deteriorated considerably during 1976. Although 
preliminary figures show collections were up 12.7 percent, expenditures rose even 
faster, resulting in a record high deficit of Rs. 3,576 million ($424 million). 
The sharp jump in spending was due to greater than expected outlays for food 
subsidies, for the August 1976 Non-Aligned Conference held in Colombo, and for 
drought relief. The very large deficit, which amounted to 38.4 percent of total 
expenditures and 14.8 percent of GNP, required the Government to borrow heavily 
from the banking system, particularly from the Central Bank, and from abroad. As 
a result, public debt rose 21 percent in 1976. The resort to expansionary Central 
Bank financing was a major factor in the unprecedented 34.9 percent increase in 
the money supply (cash and demand deposits) during 1976. A buildup of extemal 
assets also contributed to the rapid increase in liquidity. These developments 
were in striking contrast to 1975 when the money supply rose only 4.9 percent. 


The budget approved by Parliament for 1977 calls for a modest increase in revenues 
and a reduction in both spending and the deficit. There is not yet sufficient 
data available to comment on the Government's actual fiscal performance during 
the first half of 1977. The money supply, however, has continued to increase 
rapidly (up 17.9 percent in the first three months of this year), due primarily 
to conmercial bank credit to Government corporations and the private sector. 


During 1976, the Central Bank increased reserve requirements and imposed a ceiling 
on lending by commercial banks for consumption purposes. In early 1977, the Bank 
increased its discount rate from 6.5 to 8.5 percent, and again in August the 
basic rate was raised to 10 percent. Commercial banks are now limited in how much 
they can borrow at the 10 percent rate; additional borrowings from the Central 
Bank will incur a penalty rate of 15 percent. The Central Bank is trying to 
offset some of the inflationary impact of the large increases in the money supply 


since the end of 1975 through a tighter credit policy. 








Prices, Wa , and tc 


Unfortunately, there is no adequate measure of inflation in Sri Lanka. The only 
available general index for measuring price changes, the Colombo Cost of Living 
Index, is seriously deficient, primarily because it is based on Government fixed 
prices rather than actual market prices. For example, because a weekly free pound 
of rice is distributed on ration, the price of rice used in calculating the 
Index is zero rather than the unsubsidized open market price which fluctuates 
between $0.15 and $0.25 per pound. Inflation was a major issue in the election 
campaign and is variously estimated between 10 and 30 percent per year, but the 
Colombo Index registered an average price rise of only 1.2 percent in 1976 and 
0.6 percent in the first quarter of 1977. Even the Central Bank's implicit 

GNP deflator, which indicated the price level rose 6.6 percent in 1976, under- 
estimates the true rate of inflation. 


Data on wages are also not very helpful in trying to assess the true situation. 
The indicies for workers in agriculture and in industry and commerce are for 
minimum wages, while actual earnings may be several times higher. No information 
is available on actual wages. 


Unemployment continues to be a major problem despite various Government programs 
to create jobs. The latest Central Bank survey indicates that almost one million 
people (about 20 percent of the work force) were unable to find work in early 
1975, while an additional 650,000 were underemployed. Although there are no hard 
facts available, most observers believe the number of unemployed has risen 

even further in the past two years. 


Balance of Payments 


Trade: From a record high $202 million in 1975, the trade deficit fell to $84 
million in 1976 due to a significant decline in imports. Lower world prices for 
rice, flour, and sugar, and a reduced volume of imports of these goods cut more 
than $100 million off Sri Lanka's import bill in 1976. In addition, as indicated 
above, many private sector firms did not fully use their foreign exchange 
allocations, and imports of raw material and spares in 1976 were well below 

1975's level. Exports, on the other hand, were stagnant. While export earnings 
from rubber, gems, and industrial goods were bouyant, declines in the volume 

of tea and coconut shipments held total export revenues in 1976 to just about 

the same level as in 1975. Sri Lanka's terms of trade, which had dropped steadily 
since 1965, reversed this trend in 1976: lower import prices for foodstuffs and 
fertilizers, and higher export prices for tea, rubber and coconut products boosted 
the terms of trade index to 62 (1966=100), up 34.8 percent from 1975. 


World prices for Sri Lanka's three major exports continued to increase in the 
first half of 1977, and total export earnings this year are now expected to be 
more than 40 percent higher than in 1976. At the same time, total imports should 
be pushed up by about the same percentage, due to increased food imports and an 
improved business climate. 


Capital, Debt, and Foreign Exchange Reserves 


A high level of net invisibles (including grant foreign assistance) reduced the 
current account deficit to almost zero in 1976. Net inflows of long-tem capital, 


consisting almost entirely of development assistance loans, totaled $85 million 
last year which helped to produce a basic balance of payments surplus of $79 million 
in 1976. Surpluses have not been a common feature of Sri Lanka's balance of 
payments in recent years, and the 1976 surplus was the highest since the country 
achieved independence in 1948. External debt, however, also rose sharply to 
total $560.6 million at the end of 1976. In the past six years, Sri Lanka's 
external debt has more than doubled, and debt service last year amounted to a 

high 20.1 percent of earnings from the export of goods and services. Gross external 
assets (no data are available on net reserves) rose $50 million in 1976. 


The dollar value of external assets would have been even higher in 1976 but for 
the 11 percent depreciation of the rupee against the dollar during the first 
five months of the year. Until May 24, 1977, the rupee was tied to the pound 
sterling and fell along with the pound. On that date, the Central Bank severed 
the link with the pound and tied the rupee to a trade-weighted basket of 
currencies. For the remainder of the year, and during the early part of 1977, 
the rupee/dollar official exchange rate held fairly close to Rs. 8.70 per 
dollar. (A premium of 65 percent over the official rate is applicable to 

luxury imports, nontraditional exports and tourists.) However, in a move that 
surprised everyone, then Finance Minister Felix Dias Bandaranaike announced on 
March 12, 1977, that the rupee had been revalued by 20 percent. Citing the good 
balance of payments performance in 1976 and the continued rise in the world 
prices for Sri Lanka's major exports, the Minister said a revaluation was warranted. 
Few people in the business and financial circles agreed, however, and opposition 
political parties of both the right and left attacked the move as a pre-election 
gimmick to lower the rupee cost of imports at the expense of the export sector. 
The UNP was one of the most vociferous critics of the revaluation, and shortly 
after taking office it began a gradual devaluation of the rupee. 


Assuming no major changes in exchange rate policy, the balance of payments is 
expected to slip into the red again in 1977 with a deficit of about $30 million. 


Outlook for 1978 


Until the new Government's economic policies are more clearly defined, the Embassy's 
forecasting crystal ball is even cloudier than usual. In general, however, the 
Government's stated intention to allow the private sector to play a larger role in 
the economy should result in a higher level of economic activity. If rainfall 
continues to be normal, real economic growth could top 5 percent in 1978. While 
tea prices have already shown signs of weakening from this year's record highs, 
prices next year should remain well above the level of 1975. Rubber and coconut 
prices are also expected to remain high in 1978. One of the Government's main 
problems will be how to boost the production of all plantation crops to take full 
advantage of the prevailing high world prices. 


IMPLICATIONS FOR THE UNITED STATES 
Trade 


United States-Sri Lanka trade is not large. In 1976, imports from the U.S. amounted 
to $45 million (7.0 percent of total imports), over half of which consisted of 

PL 480 wheat flour. This was somewhat below the value of imports from the U.S. in 
1975 due to the decline in American flour prices. Exports to the U.S. totaled 

$40 million, mostly tea plus some rubber and graphite. The smallness and remoteness 
of Sri Lanka's market, coupled with its relatively low level of economic activity 
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and the chronic shortage of foreign exchange, have limited the country's potential 
for American exporters. Moreover, the previous Government's policy of monopolizing 
imports and of giving preference to low prices and generous credit terms with little 
regard to quality discouraged imports from the United States. The new Government's 
intention to liberalize imports and to allow private importers to compete with 
Government agencies may open new opportunities for American products. Nevertheless, 
the bulk of imports is likely to continue to be made under Government tenders. 

Food grains (in addition to PL 480), light machinery for industry, agricultural 
machinery, office equipment, chemicals, and pharmaceuticals are product lines 
offering good potential for U.S. exporters. Information on Government tenders is 
available from the U.S. Department of Commerce and from the Sri Lanka Embassy in 
Washington. Favorable credit terms will doubtlessly continue to be an important 
element in winning supply contracts. 


Investment 


U.S. direct investment in Sri Lanka is presently estimated at approximately one 

million dollars. Because of the nationalization of tea estates and other foreign- 

owned companies, total foreign direct investment has declined over the past twenty 

years. With the notable exception of Japanese joint ventures in the local production 

of ceramics and textiles for export, and foreign participation in tourist hotels, 
there has been virtually no new foreign investment in Sri Lanka in recent years. 

The new Government, however, has stated it plans to create free trade zones near 

the Colombo airport and at Trincomalee on the east coast to encourage foreign 

investment in export processing industries. While such details as tax concessions 

and applicability of labor laws within the zones have yet to be worked out, the 

Government's proposal indicates a much more open attitude toward foreign 

investors. Sri Lanka's large supply of low-cost, relatively well-educated labor 

makes the country a natural successor to such export centers as Singapore and Hong 

Kong where labor costs are rising rapidly. Interested American firms, however, 
should proceed with caution and only after a careful investigation of local 

conditions. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


e 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial. commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





